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LETTER OF TRANSMITTAL 


February 26, 1957 


Senator Olin D. Johnston, Chairman 
Committee on Post Office and Civil Service 
United States Senate 

Washington, D. C. 


Dear Senator Johnston: 


Controversies in Congress over postal rates have come to be an annual event. 
Each year the Executive Branch cites losses in operating the postal system 
and urges that mail rates be raised so that increased revenue will at least 
come closer to matching operating costs. Mail user groups, whose liveli- 
hood depends on reasonable postal rates, vigorously oppose these rate 
increase proposals. Congress sits as a referee in the annual debate. Post 
Office and Civil Service Committees of the Senate and House of Representa« 
tives spend many hours sitting in judgment on the particular proposal sub- 
mitted by the Executive Branch that particular year. Sometimes rate 
increases are voted, and sometimes not, but irrespective of the decision 
on a particular bill in a particular year, the controversy continues. The 
Post Office still wants more money from mail users, and the mailers still 
argue against rate increases. 


As you know so well, it was in recognition of this ap ees situation 
that the Senate enacted Senate Resolution 33 in the 84th Congress. Under 
authority of this resolution you appointed a Citizens' Advisory Council. 
This group, which includes representatives of the public as well as mail 
users, was charged with examining postal operations, including rates, and 
making recommendations to the Post Office and Civil Service Committee of 
the Senate. Tne Council has held several meetings, inspected postal facil- 
ities in Canada and the United States, and studied various reports and 
documents dealing with postal operations and mail rates. Several Council 
members surveyed postal service in several European countries. On the 
rate question, our group has been impressed by an obvious fact: Congress 
has been setting most postal rates for more than a century and, except 

for the Kelly Law passed in 1930, has never set forth the ground rules 

for its own guidance in making rate decisions of life-or-death importance 
to many citizens. Under the circumstances, Congress has done a remarkably 
fine job in establishing rates and resisting pressure to reshuffle the 
rates annually. Surely an even better job could be done if the guide 
lines were clearly drawn. 


The Council notes with approbation that the Committee on Post Office and 
Civil Service of the Senate has announced plans for immediate hearings 

on establishment of a postal policy. This decision recognizes the diffie 
culty of legislating in a near vacuum and the desirability of solving 

the policy question on a long-term basis instead of temporizing through 
stop-gap action. The Council agrees that it is time to settle once and 
for all this question: “To what extent is the Post Office primarily a 
public service which like other Federal departments and agencies is 
adjudged worth what it costs, or is the Post Office primarily a business 
which should take in at least as much money as it spends?" The Council 
has tackled this problem and concluded that the Post Office is, has been, 
and should continue to be primarily a service to the American public. 
The reasons for this point of view are given in the following pages. 
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It is our firm belief that if our recommendations are adopted, the annual 
controversies over rate adjustments will be ended. We also believe that enact- 
ment of a Congressional declaration of policy must precede consideration of a 
bill to adjust postal rates. Raising rates first and setting policy later would 
be to approach the problem backwards. ‘l'here appears to be no reason why the 
Congress could not establish a policy, through a law passed in 1957, and 
implement that policy during the current year if necessary, through enactment 
of rate adjustment legislation. Therefore adopting a basic policy need not 
unduly delay consideration of rate readjustments. 


Respectfully submitted, 


The Citizens’ Advisory Council om 
the Post Office 


<i 
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HISTORY SUPPORTS THE PUBLIC SERVICE CONCEPT 


Our Post Office is older than our Nation. Even before the Declaration of 
Independence was framed, the Continental Congress legislated on postal rates. 
Significantly, this first American postal rate legislation was a REDUCTION of 
20 percent in the rates imposed on the Colonies by the British Parliament. 
The Continental Congress made it clear that its motive was not revenue but to 
provide a communications system which would aid in building a Nation. That 
service came first and revenue second was made plain in these words: 


"If the necessary expense shall exceed the produce, the 
deficiency shall be made good by the United Colonies." 


Thus the British notion of a postal service designed primrily to raise revenue 
was summarily rejected in favor of a service concept. 


| 7 9 4 The nove] American idea of a Post Office designed primarily to 
serve the public was put to an early test. The infant Republic 

soon found itself heavily in debt, and budget balancing became 
imperative. So it was in 1794 thet the Congress of the United 
States attempted? to meet the fiscal emergency by deciding that 
new pestal. routes would be established only if they produced 
revenue equal to their cost of operation. This was the first 
effort to put the Post Office om a pay-as-you-go basis. It is 
noteworthy that the effort failed, just as the same thinking 
in modern dress has failed throughout cur history. The public 
protested vialently. Settlers moving Westwerd demanded mail 
service as a right. Progress was being impeded by the effort 
to make the Post Office pay its way. 


Reflecting the will of the people, Congress reestablished its 
"service first" concept by an 1814 law which read: 


"All post roeds necessary to furnish mil communication 
to country towns which have no mail were exempt from 
paying their own way." 


| 'e a 4 Congress decided to take a new look at the postal service, by 
establishing a Postal Commission with the responsibility of 
determining the real purpose and value of the service. This 
Commission's final report rejected the self-sustaining theory, 
and again endorsed the public service concept, as follows: 


Me 
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"The United States postal service was created to render 
the citizen worthy, by proper knowledge and enlightenment, 
of his important privileges as a sovereign constituent of 
his government; to diffuse enlightenment and social im 
provement and national fellowship; elevating our people 
in the scale of civilisation and bringing them together 
in patriotic affection." 


Congress promptly accepted this philosophy, and in 1845 reduced 
mail rates substantially. The result was to double mil volume 
in a five-year period. 


This experience led to another rate reduction in 1851. This 
law again buried the pay-as-you-go philosophy by stating 
firmly: 


"The Post Office is primarily a service organization." 


The Postal Act of 1851 clearly set forth the philosophy that the 
Fost Office was primarily for "public service." The law was 
designed to reject definitely two previous concepts that had 
proved to be a handicap to the growing republic. The first was 
the "profit basis" of charging for postal service and was a 
carry-over from the English concept of a post office that existed 
primarily to produce revenue. The second was the "pay-as-you-go" 
policy then called “Service Limited to Revenues Received.” Under 
this policy of a “balanced” budget, service fell to such a low 
estate that the public requirements were impossible to meet, and 
as & consequence revenues fell. The Act of 1851 was designed to 
put new emphasie on a policy of “service first" in direct contra- 
diction to the disproved philosophy of a “pay-as-you-go Post 
Office." 


Nor has this service concept been limited to Congress. While 

many heads of the Post Office Department have urged that the 

service pay its way, this view has been by no means unanimous. 
Postmaster General Creswell took office in 1869 with the con- 

viction that the Post Office should be self-supporting. Two 

years later he had made a complete about-face, and in his report 

to Congress he spelled out the distinction between the service 

motive of the Post Office and the profit motive of a private business: 


“The natural policy of private companies is to extend 
facilities slowly and only to profitable points; to 
let their business augment slowly and to reach large 
profits from a small number of messages, while a 
Government system, managed in the interests of the 
people, pursues exactly the opposite course." 
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Similarly, Postmaster General John Wanamaker told Congress 
in 1889: 


"The Post Office is not a money-making enterprise. 
It is not intended to be, and it is a mistake to 
expect it to be self-sustaining until it is fully 
perfected...Why the people should be expected by 
direct tax to supply annually all the money needed 
to maintain and extend the postal service, I cannot 
see. I cannot see any more reason for this than 
for a direct tax levy to cover the cost of ships 
for the Navy or to feed and clothe the Army.” 


Again, in 1920, Postmaster General Will Hays said: 


"The Post Office is not for profit nor for politics, 
but for service.” 


As recently as 1954, Congress took another look at the | 
question of whether the Post Office is primarily a public 
service, or primarily a business. In the 83rd Congress, 
the Senate unanimously adopted Senate Resolution 49, 
authorizing the establishment of an Advisory Council. 
This group, commonly known as the "Carlson" Committee, 
reported on its investigation in 1954, urging that 
Congress adopt a policy resolution, the first plank of 
which read as follows: "Be It Resolved, That the Post 
Office Department is fundamentally a public service to 
the people of the United States and should be so con- 
sidered.” 








O 5 * Seid Senator Olin D. Johnston on October 13, 1955 in 
i an address in Chicago: 
"That the issue is bipartisan is best evidenced 
by the unanimous approval given both House and 
Senate resolutions in the last session of 
Congress to further investigate the postal 
service. I can assure you we are not taking 
our tasks lightly. ecoe The Congress has refused 
to be stampeded into hasty ani ill-advised action. 
It stood firm in the face of the severest 
pressures.” seco 


The historical recore i¢ clear. For 165 years, Congress 
has repeatedly fallowed the public service concept. The 
attitude has been that the postal service is worth what 
it costs, even in these modern days when costs have 
risen substantially. The Continental Congress set the 
pattern in 1775, and Congress has followed it ever since. 








THE DOCT OFFICE 
CONTRIBUTES 10 THE PUBLIC WELFARE 


While it is true the Post Office and private business use 
Similar methods and processes, the fact is they are founded 
on opposite principles. In a private business, when conflict 
comes between profits and increased service, profits mst win. 


If the principles of competitive business are adopted for the 
Post Office, it mst inevitably follow that no new facilities 
which might possibly increase costs above revenues can be 
established. Iron bars must be put up against progress and 
the effort to add to public convenience must end. 


An American today can pay a bill by money order, or send 
money under registration. He can have special handling of his 
mail and immediate delivery. He can send merchandise, insure 
it against loss and have payment made on delivery. He can 
bank his money at the Post Office, and send or receive the 
commodities for every day use through the mail. He can 
receive at low cost, periodicals to educate and inform. 

He can use the countless facilities of a great service 
organization on equal terms with every fellow: citizen. 


Ail of these services make up a unity of service and are 
interdependent. None of them would have been established 

if a surplus or money balance had been required. They were 
not instituted to make money but to help realize that all- 
important postal objective -- service and mutual helpfulness. 


ee 








IF the Post Office were to be conducted strictly as a business 
enterprise, the only question put to each one of its diverse 
facilities would be, 


"DOES IT PAY ITS WAY?" 


If the answer should be negative, that activity must be sunk 
without a trace. On such a basis we would do away with - 


Third and Fourth Class Post Offices 
Rural Free Delivery 

Star Route Delivery 

Mail to Puerto Rico, Hawaii, Alaska 
Certified Mail 

Registry 

Post and Postal Cards 

Money Order 

Insurance 

Collect on Delivery 

Selling U. S. Savings Bonds 


Civil Service 

Documentary Stamp 

Custodial Services Fublic Buildings 
International Mail - surface 

Free Registry Other Departments 


Authority: Cost Ascertainment Report 1955. 
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Though official views from the Post Office have often swung back 
and forth like a pendulum, many Postmasters General in the last one 
hundred and sixty years have fought desperately for rate increases 
because their administrations seemed to be running at a "deficit." 


In 89 out of the 105 years from 1851 to 1956, the Post Office 
reported a "deficit." 


Yet, here is a statement made by Maurice H. Stans, Deputy Postmaster 
General, and an eminent accountant, on October 2, 1956: 


“If we use computations provided by the Kelly 
law...which eliminates from the postal deficit 
all public service costs and all subsidies...it 

is shown that the Post Office did not operate at 
& loss during the period from its inception to 
1946. This is a conclusion reached by Congressman 
Kelly himself for the years up to 1950, and by a 
consultant for the Magazine Publishers Association 


for the years from then up to the end of World 
War II." 


The magazine consultant referred to by Mr. Stans was Professor 
Jules Backman, Professor of Economics, New York University, 
School of Commerce, who brought the study up to date in 1953. 


Professor Backman proved that by the same method of calculation 


accepted by Mr. Stans, there was no true “deficit” at any time 
preceding 1916, 


oi 








THE COST OF PUBLIC WELFARE ITEMS 
(Fiscal 1955) 


The following pages contain a step-by-step demonstration 

of the huge amount of public welfare expenditures which are a * 
part of the cost of operating the Post Office establishment. e 3627 M\ LLIONS 
The figures show the postal "deficit™ was ‘ 


The same following pages enumerate public welfare costs which $30? 4 MI LLIONS 
add up to MORE than the “deficit,” a total of... ~~ * 


(NOTE: While the figures used for the public welfare costs are the most 
accurate that could be obtained from a variety of sources, it is 
recognized that advocates of another postal philosophy might challenge 
them. The Citizens’ Advisory Council is NOT trying to prove by these 
statistics that the Post Office is not operated at a loss. It is 
simply trying to shew that it is possible to build up a total of 
reasonabie public welfare costs which exceeds the so-called "deficit." 
Disagreement as to exact amounts which should be used in such a 
tabulation as this simply demonstrate the need for Congress to 
enunciate 4 postal palicy by drawing a reasonably clear line between 
those costs which should be borne by the mil users, and those addi- 
tional costs which are incurred because public policy demands that 
certain expensive services be provided free or at less than cost.) 





*This figure, and many others that follow, comes from the Post Office 
Cost Ascertainment Report for 1955, the latest fiscal year for which 
full information is available. By citing this source, the Council 
does not mean to endorse the Cost Ascertainment System. Both the 
principle and practice of Cost Ascertainment have been widely con- 
tested for many years. The Council uses figures from the Cost 
Ascertainment Report because they are the only readily available 
statistics. 
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$ 3924 Million 






Public Service 
Items Exceed 
"Deficit" By —>> 


$29.7 Million 






MILLION 


 . RI 
$302.4 1362.7 


$362.7 Million 









MILLION 


PUBLIC WELFARE (OTS AND THE DEFICIT 1955 
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PUBLIC WELFARE 


requires the Post Office to supply many non-postal services. 


NON-POSTAL SERVICES: 
F.C.C. Health Service 
Alien address reporting 
U. S. Savings Bonds & Stamps- Public sales 
Civil Service 
Documentary Stamps 
Migratory Bird Stamps 
Official Mail Messenger Service 
Custodial Services - Public buildings 
Dept. of Commerce Census Bureau 
Misc. Items, other agencies 
Misc. expenditures apportioned 


NET LOSS 
*/2A MILLION 


wee Neer ee Nee Ne ee ee es Se 8 


AUTHORITY: Post Office 
Cost Ascertainment 1955. 


TOTAL SOFAR 419 4 
for public service. MILLION 


«lhe 








*392,4 Million 
$362.7 Million 






Sz 
“DEFICIT “ 
$262 77 

Mii LION 


‘PUBLIC WELFARE COSTS, AND THE DEFICIT" 1955 








PUBLIC WELFARE 


requires the Post Office to carry certain classes of mil 
with little or NO charge. Congress has ruled that these 
classes of mail shall be subsidized. 


MILLION 
Free in County newspapers _... 2. —~—-—..— . 13 = S 
Free mail for the blind (and special rates)_ — OB 
Free Registered Mail for government agencies - — | ° 8 





A business could not perform so many services without 
reimbursement if it planned to break even. 


TOTAL SOFAR $98 3 


AUTHORITY: Post Office. for public Service MILLION 


Cost Ascertainment 1955. 
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$ 392.4 Million 
$362.7 Million 


“DEFICIT ” 





PUBLIC WELFARE COSTS, AND THE ‘DEFICIT’ (955 
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PUBLIC WELFARE 


requires the Post Office to grant lower rates to certain 
classes of mail in the common good and not because of 
possible savings in handling. Congress has enacted 
legislation to determine such preferential rates. 


EXA MPL MILLION 


Loss on library books __ __ — - L.A 


Loss on EXEMPT publications — — — $ 46. 2 


ny UN I Rie ets cee ccs ee es ee 


AUTHORITY: Post Office TOTAL 80 FAR $88.8 
Cost Ascertainment - 1955. for public S6YVICE MILLION 
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$397 4 Million 





*362.7 Million 
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PUBLIC WELFARE 


requires the Post Office to grant lower rates to certain classes 
of mail because of custom alone, and not because of any possible 
savings in handling. Congress has seen fit to enact laws which 
subsidize certain classes of mil. 


EXAM pL 


MILI LON 
Loss on Post and Postal Cards Ss a 
Loss on 1 BILLION Christmas Cards sent unsealed. - — - 2 
Estimated at a hearing on H.R. 9228 O 
in 1966 as $10.0 million... 2. ~~ 


AUTHORITY = t offi TOVAL 30 FAR $ |24 6 


Cost Ascertainment - 1955 for ovblic SerVICe MILLION 
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$ 392.4 Million ? 
$362.7 Million 


WELFARE 


+392.4 


MILLION 


“DEFICIT” 


$362.7 


Minuion 





PUBLIC WELFARE COSTS AND THE DEFICIT" 1955 
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PUBLIC WELFARE 


requires the Post Office to provide many special services. 
The Post Office Department has the right to adjust rates on 
these services so that they could be self-sustaining, but 
apparently recognizing the principle of public welfare, has 
not chosen to do so, even though they have requested higher 
rates on other services. 





pan 





eh 
SPECIAL SERVICES: 


Registry (paid) ) 

* Certified Mail ) 
Insurance ) 
Collect-on-Delivery 
) 

) 

) 


NET LOCC 
#48 MILLION 


Special Delivery 
Money Orders 
% Postal Savings 
Misc. Expenditures Apportioned 


% The total of $8,000,000 includes an adjustment for 
postal savings, which made a profit of approximately 
$10,000,000, and certified mail, which made a profit 
of approximately %15,000 in fiscal year 1955, 


Gade Robt alten, 1955. TOTAL SO FAR $172.6 
for public service MILLION 





$392.4 Million 





$362.7 Million 
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PUBLIC WELFARE 


In 1951 Congress limited the size and weight of 

parceis moving thrcugh the mails between larger communities 
to a third of the size of those moving between smaller 
towns and rural delivery areas. This diversicn of profit- 
able parcel post volume from the mails was in response to 
the Railway Express Agency's claim that government 
competition was hurting its business. 


Exner 


A package from New York City to Evansville, Indiana 

ean oniy weigh 20 ibs. if it goes to 1599 S. Alvord Bivd., 

but can weigh 70 lbs. if it gces to a neighbor at 

1600 S. Aivard Bivd. One is a city revte, the other MILLION 
rural. Both go thru the same post cffice. In 


testimony before Congress, the Post Office stated its $ 73 () 
* 


loss of revenue because of this limitation to be 


—-—- .— a 


AUTHORITY: House hearings, 
Jane ll, 195k, 





pare 12 = Testinoy of gene teizen. TOTAL SO FAR ¢ 9156 


for public service — miLLion 
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$392 4 Million 
$36277 Million 
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PUBLIC WELFARE 


| requires that Rural Free Delivery serve areas where there 
are as few as three families per mile. Families not 
having RFD service can request Star Route handling. The 
omly requirement in thet case is that there is some way 
ef getting there. There are 11,5¢9 Star Routes. 


, C ¥ nWiPLE- 


———————— 


Even today, there are still 135 Horseback routes, 96 
Carriers deliver mail along routes "where only their 
shallow draft boats can pass." Contracts for 32 
routes call for delivery by private airplane. RFD 
Service last year covered 1-1/2 million miles of 

| routes amd cost over $190.0 million. 


But let's take only 50% of that amount as a Public 
Welfare cost. 


The Senate has asserted that the loss was more nearly 
$150.0 million. But let's be conservative. 


MILILLON 


LOSS ON RFD. ~~ -- 2 oe ee ewe we = $95.0 


AUTHORITY: Carlson Report 


aE; cara, TOTAL SOFAR 5 3006 


Ascertainment, 1955. for public service MILLION 
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* 392.4 Million 
#362.7 Million 


Services 


Post Cards $35.8 









Sc 


“DEFICIT " 
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PUBLIC WELFARE 


requires the Post Office to engage in many 
unprofitable activities. 


FX AM PLE 


Over 38,000 Post Offices are maintained, and over 
90% of them lose money. 


. ESTIMATED L088 - MILLION 
Third Class Post Offices. — — — _.¢ 30.8 


Fourth Class Post Offices... — — _%2 | « O 


$51.6 


Most of these are necessary, and the Postmaster 
General has discovered that public opinion would 
not let them be closed. 


No business could operate so many losing branches 
if it planned to break even. 


i... TOTAL SO FAR 4399 4 


Ascertainment, 1955. 
for public Service MILLION 
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$392.4 Million 
$3627 Million 









Special 
Services $48.0 
Post Cards $35.8 


Preferred 
Rate $60.5 
















WZ 
“DEFICIT” 


$202. / 


MILLION 


WELFARE 


1292 4 


Mit LION 


No Charge $15.9 
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PUBLIC WELFARE 


President Eisenhower said in his address to Congress 


on January 11, 1955, 


"Certain services which are performed by the Post 
Office, such as those for the blind are a part of 
The cost of such 
services should not be borne by the users of the 
mails. Expenditures for them, and for services 
performed for the government, should be identi- 
fied and met by general appropriation.” 


general welfare services. 


President Eisenhower said further in this same address, 


"Let me reiterate - the financial problems of the 
postal service result in a large measure, from 
lack of a positive program leading toward a 


well-defined fiscal goal." 


He recommended "Separation of those postal costs to be 
paid by the patron from those costs which should be 


paid by general taxation." 


eX pMirr' 


FISCAL - 1955 


MILLION 


The total deficit was reported as ...-...... 3 367 | 


The total costs of public service items Listea...* 392. } 


This does not include the many public service 
costs which cannot be isolated and itemized. 


We will talk about those later. 
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IN ADDITION... 


There are 
Hidden Public Welfare Costs 
That Cannot be Precisely 
Determined or Allocated 
but they enist definitely 
Only 4 few can be Isolated 
... But even these Few 
Have Great |mpact on the 


POST OFFICE COSTS 














HIDDEN PUBLIC WELFARE COSTS 


These hidden public welfare costs exist because the Congress, 
charged with the responsibility for postal policy, has 
enacted hundreds of laws based on the steadfast belief that 
public service is the primary objective, and that all other 
considerations are secondary. 


It would be ideal if the widest possible service and 
benefits could be given, if national interests could be 
strengthened and yet revenues meet the cost of all postal 
activities. 


Congress in its regard for the greatest good for the 
greatest number has long since recognized the truth and 
acted according to the belief that the desire for postal 
balance cannot ever be made master of the lawmaking body 
and usurp contrcl and determine its prerogative. 


=336 





HIDDEN COSTS 


Congressionally approved legislation exists which now directs the Post Office 
Department in its transportation operations. The Post Office cannot by law 
choose as economical a method of transportation as a private business. 


EXAMI ‘. 


In October, 1953, former Assistant Postmaster General for Transportation 
John M. Redding, completed a survey for the Independent Advisory Committee 
to the Trucking Industry. 


He concluded that diversion to truck from rail of mail moving within a 
300-mile radius (far more flexibility and speed by truck than rail) would 
result in savings of $85 million a year. 


90% of mail is still moved by rail, as it was when this survey was made, 
Annual savings of about $55 million are now being realized in transportation, 
but this has mainly been accomplished through better contracts, utilization 
ef space, etc., and only to a very minor extent in shifting to truck for 
better and cheaper service. 

Post Office officials say that in just about every case, the shift to truck 
has brought financial savings along with improved service, but they are 
reluctant to make public any figures or even any individual exampies. 


Anaual savings that could be made have been estimated at $85.0 million. D 


No businees could hope to operate on such a regulated basis. Congress has 
determined that the Post Office can best serve the citizens by such 
regulations. 


HIDDEN COSTS P92 
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WELFARE 
$392 4 


MILLION 
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$362.7 


MILLION 
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HIDDEN COSTS 


By simply not enforcing an existing Federal statute, the Executive 
Branch has tacitly supported the granting of subsidies by the 
Post Office Department to major communication interests. 


In a July, 1956 brief filed with the Interstate Commerce Commission, 
the Postmaster General protested that the railroad charges were 

"in excess of fair and reasonable rates and compensation for the 
transportation of the U. S. Mail.” 


Experts say that the Post Office pays about 60% more than the 


railroads charge comparable customers. 
USC 39, Section 557, passed in 1916, directs that the Postmaster 
General need not pay the railroads more for hauling mails e 


(other than First Class) than the railroads receive for hauling 
Railway Express. This law has never been enforced. 


Result: The Government pays the railroads twice what 
commercial shipper pays. Railroads receive 


estimated $100 million-a-year subsidy. 


NO BUSINESS WOULD EXPECT TO BREAK EVEN IF IT WERE FORCED TO PAY 
AN EXCESSIVE AMOUNT FOR SERVICES THAT WERE OF NO BENEFIT TO 
ITSELF . 


HIDDEN GOCTG ° 2 F 
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HIDDEN Higher rail charges to 
COST Post Office. 


al | D D E N Rail transportation over 
COST 





WELFARE 


$3924 














Sn 
Si 
“DEFICIT” 


*362./ 


MILLION 


MILLION 
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HIDDEN COSTS 


Pursuant to law, the Post Office does not have the full 
authority to select the most economical and expeditious 
mode of transportation for the use of the mails. 


. y ANIPLE 


The Carlson Committee reported 


mailbags, are transported from depositories to 

mail concentration centers in first class mil 

cars at maximum charges. Trucks would save 

millions annually." ed 


".eethe great bulk of empty equipment such as ; 


HIDDEN costs C22 
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HIDDEN COSTS 


Congressionally approved legislation directs the Fost Office 
Department in its transportation operations. Based on public 
welfare considerations, this legislation does not seek the 
most economical method of transportation. 


EXAMPLE 


The Sixty Second United States Statutes at Large, page 576; 
title 39; U.S. Code, sections 473, 474 require, 





"...ethat the transportation of mail between an airport 

and a post office at which there is established a 

Government-owned motor vehicle service operated by drive 

mechanics in the motor-vehicle service of the Post 

Office Department shall be transported by such Government- $ 
owned motor vehicles.” 


There is considerable evidence that such transportation could be provided 
under contract ata lower cost. Legislation prevents such action.- No 
business can afford to pay costs that are not realistic and in line with 


competitive services. Ergo, Congress does not regard the Post Office as 
a b:siness. 


HIDDEN Costs PC 
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HIDDEN Directives on use of equipment. 
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HIDDEN COSTS 


Many postal expenditures provide commnity services which are 
regarded by the general public as services for which no fees 
are required. 


ux pNiPLe : 


26 


36 
he 


5. 


9 


LO. 
lle 
12. 
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(Source: 


Provide Notary Public service for people. 


Make collections for the Collector of Customs on mail 
received with duty charged. 


Sell Documentary Stamps for deeds and stock transfers. 


Help the armed services to find relatives of deceased 
service men. 


Aid the F.H.A. (Federal Housing Administration) in 
making surveys of vacancies, 


Make flags for veterans! funerals available on behalf 
of the Veterans Administration. 


Register aliens for the State Department. 


Distribute income tax forms for the Department of 
Internal Revenue. 


Receive and transmit funds for volunteer charities; 
Heart, Cancer, Polio, etc. 


Witness the marking of absentee ballots, 
Witness declarations of competence by private bondsmen. 
Administer oaths of office. 


Certify widows and children in January and July for 
continued pension benefits. 
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Community services. 


Directives on use of equipment. 


Restrictions on methods of 
shipping. 


Higher rail charges to 
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These 


were 
Only 4 Part 


or tne 

Hidden Public Welfare 
Considerations 
which increase 
Postal Costs 


THEY CANNOT BE MEASURED 
PRECISELY - - - 


BUT-the cost for the public 
Exists for the Common good 
dnd Should be Compénsated 
for from the Treasury 


Before rates are made or changed these 
hidden costs must be properly Considered 
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THE POST OFFICE LEADS IN 
RECOVERY OF COSTS 


Said Deputy Postmaster General Maurice H. Stans in 
a speech, New York City, October 2, 1956, 


"The other agencies of government - 
let us say the Department of State or 
Department of Interior...perform 
services that diffuse their benefits 
over all the people. The nature of 
those services is such that there is 
no way to evaluate them, person by 
person, or, in many cases to break 
them down into measurable units. It 
is the proper role of taxation to 
assume the burden of paying for such 


immeasurable services in the interest 
of common good of ali citizens. 


It is the belief of the Council that the Post Office 
Department is not different from the other Departments. 
It does give immeasurable service as well as measurable. 
The other Departments do give measurable service as 

well as immeasurable. 


Most Departments of Government mike no attempt or are 
not required to balance the cost of measurable service 
with the income therefrom. 


The Post Office leads in recovering the largest 
percentage of its costs -- 88% 
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COMPARISON OF US POST OFFICE RECEIPTS 
with there of, other 
FEDERAL DEPARTMENTS 


FISCAL YEAR 1955 (MILLIONS OF DOLLARS) 
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EXAMPLES OF MEAQURABLE SERVICES 
COGTS OF WHICH ARE NOT FULLY RECOVERED 


A careful study of the Federal Budget reveals that Congress has 
consistently showed its intent to consider many allocable and 
chargeable expenditures as being in the public interest and 
thus did not seek to recover these funds, often not even any 
part from the users. 


THE PATENT OFFICE - The nature of its services can be 
measured and minimum charges are made. All costs 
could be charged against the user if Congress should 
so determine. Its benefits accrue directly to 
individuals or companies. 


Cost the people $11.2 million 


BUREAU OF STANDARDS - The nature of most of its services 
can be measured. All could be charged against the 
user if Congress should so determine. It issued 
more than 25,000 standard samples to industry and 
research laboratories, calibrated over 150,000 
items. Advances in electronic computing pointed 
the way toward construction of the superspeed 
computing machines now needed in business operations 
as well as in many branches of science and engineering. 


Cost the people $ 7.2 million 


CIVIL AERONAUTICS ADMINISTRATION - It handled greatly 
increased volume of aviation activity. Electronic 
aids and traffic controls installed. Airport aid 
program reactivated with new allocations of 
$22,245,281 to 192 airports. The nature of these 
services could be measured and allocated. The 
airlines, airports or private owners of airplanes 
do not pay for these services. 


Cost the people $122.0 million 


AIRLINE SUBSIDIES - Surely these are measurable and 
known and can be allocated. 


Cost the people $57.5 million 
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SHIPBUILDING SUBSIDIES - Surely these are measurable and 
known and can be allocated. Accelerated ship 
construction program..."designed to foster the 
progressive development of a modern and efficient 
United States merchant's fleet and maintenance of 
country's marine industry..." 


Cost the people $163.0 million 


THE FEDERAL COMMUNICATIONS COMMISSION - Its costs 
could be allocated to the users through 
license or fee. 


In 1955 it cost the people $7.0 million 


THE DEPARTMENT OF WELFARE - In 1955 the American 
Printing House for the Blind received in the 
Budget of this department, an appropriation of $ .2 million 


In 1955, a public welfare service for the same 

purpose, mail for the blind, in the Post Office 

Department showed a deficit of (eight hundred 

thousand ) $ .8 million 


THE DEPARTMENT OF COMMERCE - The Fublic Roads 
Bureau gives Federal Aid Highway grants to 
improve communication and bring the American 
people closer to one another. This is also 
the purpose of the POST OFFICE DEPARTMENT, 
and in no less a degree. 


In fact, 


Until 1946, the Congressional Committees 
concerned with the Post Office were "The 
Committee on the Fost Office and Post Roads." 
The Post Office was concerned with Road 
Construction and the development of rivers and 
harbors. 


A large part of the costs of the roads could 
be recovered by increasing the number of 
roads on which tall is paid, just as postal 
costs are recovered through fees. 


In 1955, Federal Road costs to the people $635.0 million 
Future expenditures will be a great deal 


higher; the 1957 budget will provide for 
an expenditure of $856,000,000. 
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LIBRARY QF CONGRESS - 
1955 Books for the Blind - APPROPRIATION 
1955 Mail for the Blind - "DEFICIT" 
SECURITIES AND EXCHANGE COMMISSION - 


1955 - Costs could be allocated and charged 
to the users. 
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$ 1.0 million 
$ .8 million 


$ 4.8 million 








IT 19 A MISNOMER TO REFER TO 
“THE POSTAL DEFICIT” 


We now come to a discussion of the phrase “postal deficit." 


While the appropriations for other Federal agencies are never 
called “deficits,” the postal service has had to withstand 
regular attacks by those who declare that an excess of postal 
disbursements over receipts is evil per se. 


In the previous pages of this report we have sought to demon- 
strate that the total cost of postal welfare items in fiscal 
1955 was larger than the postal deficit for that year, viz: 


WELFARE $392.4 million 
DEFICIT $362.7 million 


This finding does not conflict with that of the Post Office 
Department. Last year the Deputy Postmaster General asserted 
that the postal service"did not operate at a loss during the 
period from its inception to 1946." 


Based on the reasoning and data outlined in this report, we 
must conclude that no true deficit exists at the present time 
and that the attacks against postal expenditures are, there- 
fore, unfair and unwarranted. 


As previously noted, the Council cannot determine with any 
precision the dollar value of HIDDEN PUBLIC WELFARE COSTS. 
Such hidden costs most certainly do exist and the Congress 
should recognize such costs, along with measurable public 

welfare costs, when reviewing postal financés. 


The constant criticism of “postal deficits" would largely be 
eliminated should the Congress finally establish clear-cut 
ground rules for measuring the extent of public welfare items 
in the postal budget. In like vein the vigorous opposition 
to rate readjustments would also subside. 


The Council is confident that the American people will readily 
approve appropriations for the support of the postal service 
WHEN they know the nature and extent of services performed 
without fee or below cost by the postal establishment. The 
Council trusts that its efforts, through this report, will 
prove a long step in the direction of a better informed public. 











CRITICISM OF POSTAL EMPLOYEES UNFAIR 


The Council is certain that neither the Congress nor the 500,000 
loyal postal employees are pleased with the criticism of the 
postal service. Employees of other Federal agencies would be 
equally concerned if reference were constantly made to Commerce 
Department "deficits,"® Interior Department "deficits," Labor 
Department "deficits," and so on. 


Such unfair criticism, unless countered by the truth regarding 
postal expenditures, could eventually create a public clamor 
for the elimination of needed postal appropriations on the 
false assumption they are “deficits.” Indeed, needed funds 
probably already have been withheld from the Department be- 
cause its functions and finances have been inaccurately 
portrayed «. 


A constantly expanding volume of mail should not be viewed as 
a curse but rather a blessing. It attests to the American 
people's faith in free expression, unshackled communication, 
widespread education and an ever-expanding commerce which 
would grind to a halt within a month without the United States 
postal service. 


Since - as this report has already demonstrated - the total 
value of welfare items in the postal budget exceeded the 1955 
deficit by $29.7 million, then there is no cause for alarme 

it should be remembered that this computation does not include 
substantial HIDDEN welfare costs. 


in the judgment of the Council, the postal service was on a 
pay-as-you-go basis in fisgal 1955. Should the Congress find 
itself in agreement with the Council and act to reaffirm and 
strengthen the principle that the postal service is a service 
te sll the people and not s business, a proper understanding 
of postal finarncirg will be achieved and the word "Geficit® 
abandoned. 








THE POST OFFICE FOSTERS (UR 
AMERICAN PROGRESS 


Postmaster General Randall in his report for 1866 vigorously 
expressed his views on the effects of promoting the public 
welfare through postal service. He said, "There is no 
appropriation which brings back directly and indirectly so 
large a return to the government and the people as that 

made in the aid of postal service. The postal service under 
the liberal patronage of the government has done more to aid 
in developing the resources of the country than anything else 
except the cultivation of the soil. It has dome more to aid 
in enlightening and christianizing the people than anything 
except the spelling book and the Bible. The Post Office and 
mail-route travel unite civilization and mark its progress 
as distinctly as school house and meeting house.” 


Postmaster General Randall went on to say, "It has always 

been an erroneous theory of the postal service that it was 
established on the principle that it should be self supporting. 
It is a great public necessity. The expansion of mail services 
encourage material development, so that there come back to the 
people in real wealth almost as many millions of dollars as 

the Government expends thousands in this branch of service.” 


Today, as in 1866, the Post Office touches the life of every 
American and provides services that are an integral part of 
our expanding economy. Its half-million employees transport 
50 billion pieces of mail annually, more than all the rest of 
the world combined. 


The United States continental area alone is 3,022,387 square 
miles. Including territories and possessions, there are more 
than 3,600,000 square miles of territory in the United States 
postal service--almost as mich as the entire continent of 
Europe. Without a postal system dedicated to service and 
public welfare, it would have been impossible to unite this 
vast area into a cohesive, dynamic nation with 2 common culture, 
common language, and democratic ideals. 
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President George Washington stated in an early message to 
Congress that the dissemination of news and information 
through the press was so vital to American unity that 
publications might be sent through the mails free of charge. 
In its reply to the message, the House of Representatives 
said, "The circulation of political intelligence through 
these vehicles is justly reckoned as the surest means of 
preventing the degeneracy of a free government.” 


This philosophy was again reflected in 1879 when the 
Congress reaffirmed the desirability of low rates on 
newspapers and magazines. This legislative foresight on 
the part of the Congress has resulted in our Nation being 
the best informed on earth. The demands for knowledge are 
greater today than ever before in our history. 


The Post Office is the circulatory system through which 
flows the lifeblood of the nation into all the arteries of 
our economy. It is as necessary that these arteries be 
kept open to ail, irrespective of revenue provided, as 

it is to mke available other arteries such as publicly 
supported waterways, lLighthcuses, and similar means of 
movement and communication. 


No expenditure of Treasury funds benefits so many and 
contributes as much to the national welfare as do the 
appropriations for postal service. It was low-cost postal 
service that made possible the growth of America's business. 
Many of today's giants of trade and industry began as tiny 
establishments and grew great through the enactment of 
helpful postal services, that assisted them upward. 


There still remain more smail businesses than large in 
America. These smll businesses need the same opportunity 
to be sustained, nurtured and permitted to grow under the 
benefits derived from the proven American ideal of a Post 
Office dedicated to service not revenue. 
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Through all past history, whatever political party was in 
control of the government, no miter whether the adminis- 
tration was conservative or progressive, the Post Office has 
been used in new ways for the promotion of the general 
welfare by aiding many small or newly-born businesses. The 
service policy of the Post Office helped mold the nation. 


When new conditions arose, where additional benefits could 
be extended through this nationwide enterprise, there was 
no hesitation in following the path of national progress.... 
supplying the means to advance the benefits of American 


inventiveness and daring. A _profit-minded Post Office would 
have refused to participate or encourage such dreamers. 


Very little time elapsed between the birth of a new way of 
communication and an assist from Congress and the Post Office 
as a public service agency. 


Service was not limited by revenues received. 


When the first contracts for carrying mil 
in stage coaches were made (a year before the 
Constitution was drawn up) Congress declared, 


"the intention in having mail transported 
by stage carriages was not only to render 
its conveyance more certain...but by 
encouraging the establishment of stages 
to make intercourse between different 
parts of the Union less difficult and 
expensive.” 


Encouragement of new forms of communication 
became a traditional by-product of postal service... . 


he 





THE STEAMBOAT 


Aug. 17, 1807 


Feb. 27, 1813 


THE RAILROADS 


July 4, 1828 


Aug. 9, 1831 


Dec. 1, 1835 


July 7, 1838 


Mar. 4, 1911 


THE TRAIL WESTWARD 


Sept. 7, 1845 


July 5, 16847 


Mar. 3, 1851 


Feb. 27, 1861 


Fulton's first steamboat (Claremont) trip, New York 
to Albany. 


Congress passed first act authorizing contracts for 
carrying mil in steamboats. 


First passenger railroad in United States (B & 0) 
first 14 miles opened May 24, 1830 (horse-drawn). 


First train drawn by steam locomotive, Albany to 
Schenectady. 


Postmaster General's annual report contained first 
reference to mil transportation of railroads. 


Act of Congress constituted every railroad in the 
United States a post route. The rate was $200 a mile 
for 138 miles of road. Far more costly than stage- 
coach, but the help to 4 new industry was felt to 
warrant the expense. 


Congress passed first act requiring steel cars in the 
Railway Mail Service. 


Continental Congress authorized Postmaster General to 
enter into contracts with overland stagecoach companies. 


Harbor and River Convention in Chicago urged internal 
improvements for better commmication. 


Congress ordered postal service without regard for 
revenues. 


Advertisements for proposals for daily transportation 
of overland mail authorized. 
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THE AIRPLANE 


July 4, 1835 


Dec. 17, 1903 


Oct. 4, 1905 


June 14, 1910 


Sept. 25, 1911 


THE ELECTRIC AGE 


Mey 24, 1844 


Mar. 3, 1845 


April 22, 1921 


THE AUTOMOBILE 


Circa 1887 


Nov. 25, 1895 


Apr. 25, 1901 


July 2, 1918 


Richard Clayton carries first aerial mail in the 
United States in a balloon at Cincinnati. 


Wright brothers made first sustained airplane flight 
at Kitty Hawk, N.C. 


First airplane flight over half an ‘hour. 


Representative Morris Sheppard of Texas introduces 
first airmail bill in Congress. 


First sanctioned airmail flown in the United States. 
Long Island field temporary post office to Mineola. 


Morse sends first telegraph message - "What hath God 
wrought" from Washington to Baltimore as postal 
experiment. 


Experimental Telegraph Line between Washington and 
Baltimore put under charge of Postmaster General. 


Post Office adopted use of wireless telephone in 
addition to wireless telegraph and used both in 
airmail service. 


Daimler given credit for inventing automobile at 
this time. 


J. F. Duryea covers road distance of 54.36 miles 
at 7.5 miles per hour. 


Inauguration of first postal service by motor 
vehicle in Buffalo, New York 


Postmaster General authorized to conduct experiments 
in operation of motor vehicle truck routes to promote 
the conservation of food products and facilitate the 
collection and delivery from producer and consumer. 
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HELICOPTERS 


Nov. 19, 1946 


Oct. 1, 1947 


AUTOMATION 


1955 


Successful closed circuit flight in a Sikorsky 
by Capt. H. 0. Gaddis. 


Post Office uses helicopter for mail delivery in 
Los Angeles. 


The Post Office is developing machines for automatic 
handling of papers, a sorting machine which reads 
envelopes. These should prove a greater boon to 
industry than to the Post Office itself. 
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Have we reached the limits of the American opvjectives? 


Has the time come when profit dictates that the Post Office can 
no longer be used as a helping hand to assist great national 
adventure? 


Has the time come when the policy of service as a primary postal 
objection which was so vital when the continent was being settled, 
is no longer advisable? 

American democracy is still an unfinished task, and we are still 
experimenting as to the ability of the people or a far-flung 
empire to think together and work together. There are still 
tremendous obstacles in the accomplishment of America's task of 
building @ commnity through communication. 

More than ever, there is need for the faith which has fashioned 


of the postal service an all-inclusive, confident, conquering 
agency for American Progress. 


THE PHILOSOPHY OF A POSTAL SYSTEM 
LIMITED TO PAY-AS-YOU GO REVENUE 


PRODUCING SERVICES WOULD DENY THESE 
BENEFITS TO EVERY CITIZEN. 
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Wf 
'HE POST OFFICE NEEDS NEW TOOLS 


The Post Office Department is keenly aware of the need for 
modernizing its operations. The following is a statement 
from the Postmaster General's Annual Report for fiscal year 
1956: 


"In view of the constantly increasing volume of mil 
and the limited workroom space in our post offices 

and terminals, the predominance of hand operations is 
still a major problem. To cope successfully with this 
problem, and achieve maximum economy, we are concen= 
trating on research in automation and mechanization to 
the end that much letter mail will ultimately be 
handled and sorted by machines, and manpower will be 
freed for more important work. 


Primary attention has been focused on the large mass 
clerical operations in post offices, which present 
the greatest opportunities for automation and other 
improvements. Some of the projects are: 

1. Development of equipment for automatically 
culling, facing, canceling and sorting letter mail. 

2. Development and extension of conveyor systems 
and materials-handling equipment for moving bulk 
mail through workrooms. 

3- Improvement of mail collection and delivery by 
developing functional vehicular equipment specially 
adapted for postal operations."* 


The Deputy Postmaster General recently outlined plans of the 
Department for mechanization and stated that he hopes for an 
increase in productivity of as much as 50%. This is a laudable 
objective and certainly attainable. The following excerpt 

from an article in the Chicago Tribune, dated October 30, 1956, 
is pertinent: 


-59- 








"POSTAL CHANGE TO AUTOMATION PLANNED HERE 
40 Million Project to Take Five Years. 
A five year 40 million dollar modernization and automa- 
tion program for the Chicago postoffice, including 
installation of pushbutton controls and electronic 
devices to speed mail flow, was announced yesterday. 


Maurice H. Stans, deputy postmaster general, said the 
program includes initial installation of postal innovae 
tions. He said the Chicago postoffice is the logical 
one for the innovations because it is the largest in 
the world.. 


The program, Stans said, is based on a one-year engineer~ 
ing study. He said he hoped that productivity would be 
inceréased as much as 50 per cent.* 


Members of the Advisory Council visited several post offices 
in Canada and were much impressed with the use of new machin- 
ery which has contributed greatly to the improvement of 
service in that Country. It was readily apparent t hat this 


type of improved mechanization would be helpful to the postal 
service of the United States. 


The Senate Committee on Post Office and Civil Service in 
the 83rd Congress, pursuant to Senate Resolution 49, Senate 
Report 1086, made the following recommendations with respect 
to the use of new machines in the Post Office Department: 


"Recommendation No. 1 
Move emphatically and immediately in the develop~ 
ment of better systems and machines for the sorting 
of mail. 
eooeseeeOvVer a period of years vast savings 
are certain if diligently pursued." 


"Recommendation No. 2 
Develop and standardize new work methods, systems, 
and procedures for all post-office operationse 
ecoese ehvery effort must be made to capital- 


ize on progress in all types of labor-saving 
machinery......" 


"Recommendation No. 25 
The Research and Development Division of the Post 
Office Department should be supplied with adequate 
funds for a research program designed to develop 
machines, facilities, and methods. 
Private industry in the United States is 
turning increasingly to research to maintain 
the momentum of its progress.* 
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"Recommendation No. 26 
Where introduction of new machinery or facilities 
involves an initial capital investment requiring an 
appropriation from Congress, the Research and Develop= 
ment Division should justify that investment through 
an authoritative and detailed forecast of the savings 
which may be expected from the use of the proposed 
machinery or methods." 


It is obvious that the present Postmaster General has given 

the recommendations which were developed pursuant to Senate 
Resolution 49 very careful study. He is to be commended for 
his recommendations on the need for modern machines in present 
day postal operations. The Congress should give the Postmaster 
General every possible encouragement in this great new program. 


If productivity, as indicated, can be increased by as much as 
50% in the operations of the Post Office Department, then it 

is apparent that unit costs can be considerably reduced. 
Increased volume of work would assure continued employment of 
the present Civil Service staff, but through a reduction in 
unit costs substantial savings would be achievod. It is 
believed that rapid modernization would greatly improve postal 
service and effect vast savings in operations. Your Council 
believes that the Post Office Department, itself, would welcome 
this solution to its presently outmoded methods of operation. 


During the 83rd Congress, a Subcommittee of the House Appropria- 
tions Committee, in Report No. 416, after an exhaustive study 
ruled out balancing the postal budget in 1954 and stated: 


"....-but rather the Committee looks to a long-range 
program of better practices, policies and methods 
which will gradually eliminate the deficit and, at 
the same time, give to the public an improved mail 
service. As has so often been said 'the mails must 
go through,’ and it is the purpose of this committee 
to provide the necessary funds to see that such is 
accomplished and at the same time encourage every 
economy possible.* 


Your Council believes that this worthwhile objective can be 
achieved. 
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CONGRESS SHOULD ENACT A POSTAL POLICY NOW 


Preceding sections of this report have shown: 


(1) How strongly history supports the concept of the Post Office 
as a public service. 


(2) The vast contribution the postal system has made to the public 
welfare. 


(3) The peculiar position of the postal service as the only 
Federal Department asked to meet its operating costs. 


\#, ashe role the Post Office has played in fostering the progress 
f the Nation, and 


(S) The need for the Post Office to be given new tools and for 
its officials to redirect their thinking toward better service at 
less cost. 


It is by no means a new notion for any group to be advocating that 
Congress establish a set of ground rules for its ow guidance and 
for the direction of postal officials, As has been mentioned, 
this was urbed in 195); by an advisory group to the Post Office and 
Civil Service Committee of the Senate. 


On June 9, 1930, Congress enacted the Kelly Lay (39 USC, 793) which 
provides that the Postmaster General shall certify to the Secretary 
of the Treasury and the Comptroller General estimates of revenue 
which would have been collected at regular rates of postage on 
matter miled free and also the excess of aircraft service over 

the postage derived from air mail, Today such amounts certified 

are mer-ly memorandum accounts on the books of the ‘Treasury and 
cannot reduce the postal deficit since no funds are transferred 

to reflect the certification. Allowing full credit for the items 
included in the Kelly Law there would have been no net deficit in 
postal operations between the period 1930-1915. This law has been 
superseded in part by the transfer of air mail subsidies and 
franked and penalty mail from the Post Office Department to other 
Departments of the Federal Government (Reorganization Plan No. 10, 
1953 and Public Law 286, 83rd Congress). The amounts certified 
under this law in recent vears have been tucked away in voluminous 
Annual Renorts of the Tost Office Department and little or no 
attempt was made over the vears to apply the credits involved therein. 


Since many activities of the Post Office Depa-tment were established 
by the Congress as a service to the people, irrespective of cost, 
the Kelly Law did not go far enough. Since this law has now been 
amended in part and virtually set aside by the Executive Branch of 
the Government, it now appears necessiry that the Congress should 
bring this enactment up to date. 
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The Advisory Council strongly urges that the Congress adopt a new 
law which will clearly set forth policies to be followed by the 

Post Office Department in the anplication of costs to its operations. 
Such a law enacted under present conditions is necessary at the 
present time and once enacted should be carefully adhered to in 


the future determination of costs for the vurpose of determining 
postal rates. 


The present head of the Post Office Department is on record in 
favor of a policy determination, although proposing a policy very 
different from that suggested herein. Many mail user groups have 
also testified to the need for a Congressional enunciation of 
policy. There is a substantial area of agreement, as shown by the 
considerable volume of literature developed in recent years, at 
rate hearings and elsewhere. It should be a reasonable task to 
develop a sensible and workable policy declaration, after which 

the problem of rate adjustment would be far simplified. Indeed, it 
even appears likely that many past opponents of rate increases 
vould discontinue their opposition to reasonable changes in the rate 
structure, once a satisfactory volicy were set forth by act of 
CongresSe 


Congress is now faced with another demand from the Executive BSranch 
for huge increases in postage rates. For Co¢ress to accede to this 
pressure would be to muddy the waters and probably to perpetuate the. 
annual struggles over rates which all parties to the controversy seek 
to avoid. The facts are that once again the Executive Sranch is ad- 
vocating a vav-as-you-go financial policy for the Post Office, an 

old notion rebuffed time and time again by a wise Congress. This 
proposal is based on the theory that the postal service is a business. 
Why not meet this anproach head on, bv deciding once and for all 
whether the Post Office is a service or a business? 


A volume issued in 195): by the Post Office Department, entitled 
"Tinancial Policy for the Post Office Department" contains this sig- 
nificant passages 


"Tt ought to be evident that much can 5 gained if the 

Congressivnal anproach is chanzed from one of details to 

one of policies, If Congress would face the problem, ad- 

mittedly difficult, of dealing ith the Post Office 

financial troubles in terms of principles, it could for- 

ever thereafter be relieved of the recurring agony of 

‘nterminavle and contentious rate hearings that mercly 

nibble at the fringes of the real issues. It is the 

belief of the postal manasement that this can now, and 

should, be undertaken." 
The Senate Fost Office Committee appears uniouely cualified to take 
the leadership in filling the postal nolicy void. Its record shows 
that it has cast ucside partisiarshir in an effort to legislate wisely 
on the rate question. The fact that one alvisory study group was naned 
x” the tepublican Chairman in the 83rd Congress, and another by the 
Democratic Chairman in the ®l:th Congress, both times with agreement 
from the minority side, indicated a mutual desire to get to the heart 
of this problem an? to resolve it to the satisfaction of alle 
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1. 


SUMMARY OF RECOMMENDATIONS 


Congress should enact a Modern postal policy now to lay the 
groundwork for subsequent consideration of proper rate adjustment. 


Such a policy should enumerate and separate the costs to be borne 
by users of the mails from those to be met in the public interest 
by appropriation. 


Congress should reaffirm its responsibility for, and power to set 
all postal rates so that a uniform policy once established can be 
maintained. 


Congress should direct the Executive Branch to make an immediate 
survey of the impact of postal rate increases on the economy, 
especially on small business. 


Congress should direct the Post Office to request adequate appropri- 
ations for research and capital improvements compatible with the 
highest standards of modern business efficiency, and provide for 

@ periodic review by the Congress of progress achieved. 


Improvement in postal service and better working conditions for 
postal workers can only come about if wage scales are adjusted on 
the basis of merit and economic conditions, and not tied to postal 
rates or postal revenues. 
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